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total advance which has been achieved since the conversion 


from war to peacetime production was completed in 1947 


Employment higher 


The advance in business activity raised average civilian 
employment by 2 million to a record 63 million in 1955 
Unemployment was reduced from a monthly average of 3.2 
million in 1954 to 2.7 million, or 4 percent of the civilian 
labor force, in 1955. While unemployment was still serious 
in certain localities with special problems, the number of 
major “areas of substantial labor surplus’ in the U. 8 
Department of Labor classification dropped from 48 (out of 
149 major areas) at the close of 1954 to 19 by the end of 
1955 Vith the exception of 3 small centers reduc 
tion in unemployment over the year was reported in all 
major and minor areas still classified as labor surplus 
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consumption, and employment 
part of a general unprovement 


ti ng export and 


The eXpansion of output 
in the United States was 
throughout most of the free world 
import trade reflected and contributed to the prosperity at 
home and abroad 


Changes in pattern of production and income 


Within the private nonfarm economy, sales and production 
in all major industrial divisions advanced in 1955, and in 
most prior period. In general, the 
sharpest rises from the previous yeu oceurred in those in 
dustries which had experien ed relatively pronounced reduc- 
tions in 1954—mainly manufacturing (and in particular the 
durable transportation 
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durable goods manufacturers, which had 


Dollar sales by 
5 increased 18 percent 


dropped 11 percent from 1953 to 1954 
in 1955 and those of nondurable goods manufacturers, which 
were off | percent in 1954, increased 13 percent in 1955 
Federal Reserve Board indexes showed production gains for 
manufactured products of 10 percent from 1954 and 3 percent 
from 1953, and for minerals production of 10 percent from 
1954 and 5 percent from 1953 On the railroads, freight-car 
loadings increased nearly dne-eighth and almost equaled the 
1953 number 

In contrast to these sectors, the service and financial indus- 
trade, and construction had, for the most 
part, maintained or increased revenues and the scale of 
operations in 1954. In 1955 the pace of expansion in these 
sectors although strong, was in the main less than in the 
industrial seements which had been more affected by the 1954 
Nonetheless gains were as much as 9 
12 percent 


tries, the utilities 


business adjustment 
percent in retail and 8 percent in wholesale sales 
in the value of new construction work put if plas e, and 15 
percent in electric power production, where a strong growth 
trend was operative 

A parallel pattern of differential advance, largely associ- 
ated with the recovery aspect of the year-to-year change, 
was evident in the distribution of the national income by 
type With total national income up 7% percent to $322 
billion in 1955, corporate earnings before tax, inclusive of 
the inventory valuation adjustment, rose 22 percent. Before- 
tax earnings of corporations had dipped rather sharply in 
1954 and the subsequent advance approximately restored 
the ratio between profits and national income which had 
prevailed before the downturn in the summer of 1953 

Employee compensation, which on an annual basis had 
been reduced less than | percent in 1954, rose 6% percent 
from 1954 to 1955 as employment increased, average working 
Hourly vross 
averaged 


hours lengthened, and wage rates advanced 
earnings of production workers in manufacturing 
$1.88 in 1955, up 7 cents from 1954; of this amount 5 cents 
represented higher straight-time From December 
1954 to December 1955 the advance in hourly earnings was 
Hourly earnings gains in nonmanufacturing indus 
but apparently averaged less than in manufac- 
1954 they had generally 


rates 


10 cents 
tries varied 
turing on a percentage basis; in 
been larger than in manufacturing 


Most 
come, rental 
1955. Fairly sizable advances in net private 
ments in the past few years accompanying the advances in 
vradually raising the 
postwar low, but 


types of earnings—-nonfarm proprietors’ in- 
net interest—also increased in 


other 
Income and 
nterest pay 
debt and in interest rates, have been 
interest share of national income from its 
in 1955 it still amounted to only percent of the total as 
compared with 7 percent in 1929 

The principal exception to the general income advance, 
and to the pattern of changes toward restoration of pre-1954 
relationships, was the decline, for the fourth consecutive year, 
of the net income of farm proprietors. At about $11 billion 
in 1955 farm proprietors’ income was the lowest since 1942 
Farm production set a record in 1955, but prices of agricul- 
tural products continued downward while no commensurate 
reduction occurred in farm costs. 


Growth of investment 


Gross private investment in 1955 was valued at over $59 
billion. About half of the $12 billion increase from 1954 
occurred in inventory investment, which switched from liqui- 
dation of $3 billion in 1954 to accumulation of a like amount 
in 1955. Residential construction increased $3 billion, as did 
nonresidential construction and business purchases of equip- 
ment, taken together. 
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With 1.2 million nonfarm dwelling unit tarted, a number increased by nearly $2 billion prov id r funds for additional 
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applica 

part of 1955. By the fourth quarter such applications were 
off more than one-third from the exceptionally high rate of the 
yeu by 

lished in 1955 was undertaken in January of this vear 

The rise in consumer spending from 1954 to 1955, which has 
noted 
gories of goods and services 
of the $16 billion advance was in expenditures for durable 
goods, which in 1954 had accounted for only 12 percent of 
total cor 
durabl to consumers 
veal ba 
sumer credit and the chief cause of its sharp advance 


“f developments were important in the slackened 


efore and some easing of the restrictive features estab 


already beet was pervasive and affected most cate 


However, well over one-third 


umer expenditures The sales of 
mmounting to sb billion ona vear-to 


was at once facilitated by the ready availability 


nerense ih 


of Cor 
during 1955 

Total consumer credit outstanding increased by one-fifth 
or 6.1 billion, from December 1954 to Decembs I 1955, and 
of this amount $5.4 billion was in installment credit—$3.9 
billion it automobile paper alone 


Price developments 


The price pattern which emerged from 1955 developments 
differed only moderately from that of preceding years, 
despite the pronounced changes in the course of produs tion 
The stability manifested by the general price 
was substantially 


and INCOMES 
average over the past few vears 
tamed Qn an annual basis, the consumer price imdex for 
varied | than 1 pereent during the 
from 19 through 1955, while fluetuations in the 
indexes of prices paid by farmers for family living and of 
wholesale commodity larges In 
each case the 1955 average differed from that of 1954 by le 
than 0.5 percent Changes during 
At the year-end, the two consumer price indexes were only 
fran December 1954 while the wholesal 
commodity price tide was up 1.6 pereent 

Broad differentials in price movement were also rather 
At the consumer level prices 
moved 
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again declined, but mort 


the average ol] other commoditi moved higher 


ance in wholesal prices of commoditi other 


than farm products and foods was larger during 1955 than 
in oth recent Veal and was concentrated in the last half 
rom 1) comber 1054 to December 1055 the 


increased by 4.2 percent with more 
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than four-fifths of the rise occurring after June, Advances 
during this period were fairly pronounced in some commodity 
groups, particularly metals and metal products, forest 
produc ts, and rubber and produc ts 


Situation at year-end 


Expansion in total business continued throughout the 
vear. The gross national product in the fourth quarter 
reached a seasonally adjusted annual rate of $397 billion 
and personal income a rate of $312 billion, about $10 billion 
and $9 billion, respectively, above the vear as a whole 
Nonagriculturai employment in S00 000 
above the vearly average, after seasonal aljustment 
Advances were smaller than during the recovery phase 
termmung from different 


"— 
hus 


gross private domestic investment and consumer expendi 


December was 


however, and in large measure wer 
sources, With some components moving downward 


tures for durable goods together accounted for almost four- 
fifths of the $26 billion rise in the annual rate of gross national 
product from the third quarter of 1954 to the second quarter 
of 1955, but for only one-fifth of the further $12% billion 
advance in the shorter pe riod from the second to the fourth 
quarters of 1955 
Within this total 
Residential construction activity moved down steadily after 
duly leading lo steps to ease mortvage credit In December 
the Federal Home Loan Bank Board acted to make addi 
to saving and loan associations, and 


too, decided changes were taking place 


tional funds available 
ini January 1956 the maximum repayment period on Govern 
returned la 1) your 
particularly 


ment guaranteed mortgages we 


cols niuto 


Consumer spending for durable 


mobile also moved down iti the fourth quartet following 


it period of « xception illy large ile and contributed to the 
elunmation of overtime work in Chi, thie 
hand, busine spending for plant and equipment 


farted to move 
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are |e volatile evelheally TL eh more 
after the 
three 


the advance in total Output th Poul proportior 
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National Income 


and Product in 1955 


r 
Pe GENERAL character of economic activity last year, 
as portrayed in the national income and product accounts, 
was one of mounting strength, The from the 
1953-54 business readjustment which bad begun in the 
latter half of 1954 carried output and sales to record volumes 
After an initial period of selective advance in which the 
automobile industry figured prominently, the rise in produc 
tion became widespread with the largest increases generally 
occurring in the industri declines had 
been most pronounced 

At $387 billion, the gro 
1954 total by $26% billion, or 7 
previous pe ak year of 1953 by 6 percent 
is made for price change the 1955 total | 
1954 and 4 percent above 1953 

The national income measure of total production expanded 
similarly, from $299% billion in 1954 to $322% billion last 
year Marked increases occurred in most Lypes of labor and 
property income However, agriculture did not share in the 
general gain, as lower farm prices more than offset the rise of 
farm produc tion to a record volume 


recovery 


where the previou 


national product exceeded the 
and surpassed the 
When illowance 


t percent above 


percent 


Gross national product 


Change in busine 
ventori 


Final purchiness 
National securit 
Civilian 


National income 


Disposable personal in- 
come 254. 250. { 53.9 276.6 


The 1955 rise in total output re flected not only an increase 
in employment and in the number of hou 
rise in real product per man hour The rate 
productivity was particularly pronounced in 
ne ae slackened in 1954 partly as 

to a lower volume of production in the hard goods industries 
Technological progress and the stock of capital 
equipment have been primary factors underlying the long 
term advance 


Marked chat ore 


had dominated the movement of the vro 
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worked bout al on 
of increase in 
L955 alter 


a consequence of the shift 


yrowiny 


occurred last year in two of the areas that 
national product 


from 1953 to 1954. National security expenditures, which 
had been cut back sharply after the termination of the Korean 
conflict and continued to decline to the end of 1954, stabi 
lized in 1955 In addition, inventory investment shifted 
direction, moving from liquidation to renewed accumulation 
Combined, these two segments of the gross national product 
recorded a net rise of $3% billion last year, as compared 
with a $12% billion decline from 1953 to 1954. The con 
trast between these movements is even more marked if the 
comparison is made between the second-quarter rates of 
1953 and 1954, the high and low points respectively of these 
two years, and the fourth-quarter rate of last year. 


Increase in civilian purchases 


played the key role in 


Civilian final purchases, however 
WM hie hy had Ire reased sub 


the 1955 upturn These purchases 
stantially even during the period of busine 
moved ahead at an accelerated pace Ad 
billion from 1954 to 1955, they 
four-fifths of the overall increase in the gross 
product 

The pace of consumer! 
particularly 
which had declined moderately in the 
dential construction followed a simular 


readjustment 
vaneme by $238 
more than 


woounte d for 


national 


1955 \ 
pure hases 
Resi 


regis 


spendu vy quickenec in 


sleep rise occurred in automobil 
previous year 
ipward course 
tering an mecrenase for the year that was almost double the 
advance from 1953 to 1954 


Starting in the second quarter of 1955 


the rise was aug 
recovery in busine “expe nadit ires on new 
The sharp rebound that occurred 
raised the fourth quarter 1955 seasonally adjusted annual 
rate of fixed business investment about $5 billion above 
the low point in the first quarter The change for the year 
as a Whole was more moderate 


mented by the 
plant and equipment 


Responding to the increasing demand for a wide variety 
yovernment pur- 
uniform rate through the 


of community State and local 


chases continued to rise at a fairly 


SCT Vices, 


periods of contraction and recovery 


Overall price indexes stable 


As a result of these market de clopments some key 


udustries Operated at or near capacity, and a number of 
notably steel, nonferrous metals, and 
in short supply at 


basi COTRMOCILIECS 
some types of building materials 
times during the year 

The buildup in total expenditures, coupled with substantial 
home 


were 


increases in business loans, ‘automobile credit, and 
mortgages, led the Government to shift from a policy of active 
credit ease to one of moderate restraints Financial develop- 
ments during the vear are reviewed elss where in this issue of 


the SuURVE) 
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On the whole, however, the sharp advance in physical out- 
jut maintained overall supply and demand in fairly even 
valance. General price indexes showed a substantial degree 
of stability. The composite of gross national product prices 
rose by only slightly more than | percent from 1954 to 1955, 
approximately the same as the previous year-to-year change. 
Consumer prices, which affect the largest segment of the 
vross national product, remained virtually unchanged on 
the average. Prices underlying the other major components 
of final product rose moderately. Price developments, 
including those of raw and intermediate goods, are reviewed 
elsewhere in this issue 


Year-end position 


Gross national product continued to advance throughout 
1955, but the rate of growth slackened somewhat during the 
second half of the year. In the fourth quarter the retarda 
tion was attributable to a marked slowdown in the rate of 
growth of final purchases, as expenditures for new cars and 
new houses dropped below the unusually high rates that 
were achieved earlier in the year, and other lines of expendi 
tures, such as fixed business investment, showed a slower 
rate of growth. Partly offsetting these developments was a 
substantial increase in inventory investment which accounted 
for about one-half of the total increase in gross national 
product from the third to the fourth quarters, 


Table l.—Gross National Product or Expenditure in Constant 
Dollars: 1947-55 ! 
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A large part of the fluctuations in the rate of inventory 
investment in 1955 was attributable to swings in automotive 
dealers’ stocks. After increasing in the first half of the year, 
these underwent some liquidation in the third quarter to 
make way for the new models, and experienced a sizable 
build-up in the fourth When automobile stocks are ex 
cluded, the aggregate of all other inventory investnient 
showed a more even pattern of moderate accumulation, in 


line with the mivance in ove rall economic activity 
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CONSUMER DEMAND 


Consumer spending reached a new peak in 1955, rising to 
$252 billion. The $16 billion increment in these purchases 
accounted for over half of the advance in total national out 
mut, With average consumer prices essentially stable, the 
nulk of the rise represented an increase in the physical volume 
of goods and services—-the largest year-to-year jain since 
1946. 

The advance in consumer buying last year was supported 
primarily by rising incomes stemming from the expanding 
volume of economic activity, Disposable personal income 
rose by 5% percent, from $255 billion in 1954 to $269 billion 
in 1955. However, as in 1954, consumer spending increased 
at a somewhat faster rate, and the proportion of income saved 
dropped from 7 percent to 6 percent on an annual basis, 

The disproportionate increase in consumer spending seems 
to have been associated primarily with the upsurge in auto 
mobile purchases in the financing of which consumer credit 
played an important role. Automobile paper accounted for 
almost two-thirds of the advance in consumer credit in 1955 

The following breakdown of personal saving by changes 
in major types of assets and liabilities clearly reflects these 
developments. As can be seen, the major changes were a 
substantial increase in the net accumulation of cash and 
securities and a similar advance in the rate at which con 
sumers were incurring new debt. In addition there occurred 
a sizable drop in the growth of individuals’ net investment 
in new homes, reflecting largely a rapid increase in mortgage 
debt. Changes in the other major components of saving 
were relatively small 
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Durables lead advance 


The expanded demand for consumer durables carried the 
total outlays for these goods up to $35 billion in 1955, a rise 
of one-fifth from the preceeding year, (See table 2.) The 
dynamic character of this rise is emphasized by the fact that 
it accounted for over 20 percent of the total increase in the 
yross national product even though total purcha on of con 
sumer durable than 10 pereent of the pro 
duction aggregate 

The sharp spurt in purchases of automobiles and part 
from $12% billion in 1954 to $17 billion last year, accounted 
for the major part of the advance in the durable goods total 
These expenditures reflected not only a record number of 


COMpPrise le 


passenger cars sold but also a shift to larger and more ex 
pensive models, and a wider acceptance of many optional 
accessories, particularly of the newer automatic varieti« 

On a seasonally adjusted besis, auto purchases started to 
recover in the first half of 1954 from the drop experienced in 
the latter part of 1953. Their annual rate rose by about $1 
billion in the second half of 1954, and by an additional $3! 
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Expenditures for new plant and equipment by nonagri 
cultural business firms expanded over a broad industrial 
front in 1955, totaling $28% billion, about equal to the pre 
1953 and 6 percent higher than in 1954, accord 
, A sizable part of the 


ear, howeve! reflected the increase in capital goods 
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prices for the year as a whole 
Dable 2.—Personal Consumption Expenditures: 1953-55 
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Manufacturers purchased almost $11‘ billion of new plant 
and equipment in 1955. This amount was somewhat larger 
than in 1954 but moderately lower than in 1953 

The vear 1955 witnessed a reversal of the prior downtrend 
in manufacturers’ investment. Capital outlays had 
fallen from a seasonally adjusted annual rate of almost $12 
billion during the first three quarters of 1953 to $10 billion 
in the first quarte! of 1955 In the ensuing six months they 
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returned to their previous high. They exceeded $12% billion 
in the fourth quarter, and a further rise of over $4 billion, at 
seasonally adjusted annual rates, was anticipated by manu 
facturers for the first 3 months of this year. During the 
recent upturn capital outlays by durable goods companies 
rose more rapidly than those by nondurable goods companies 
from the first to the fourth 
the former group compared with a 20 


an increase of about 
quarter of 1955 in 
percent rise in the lattes 
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Shift in inventory investment 


Net investment in business inventories in 1955 amounted 
to over $3 billion, as contrasted with a liquidation of similar 
magnitude in the preceding year The liquidation of inven 
tories was substantially reduced in the fourth quarter of 1954 
and net accumulation occurred in each of the quarters of the 
past year extent, quarterly flue 
tuations reflected « hanges } new en 

In terms of the current value of the net change, about two 
thirds of the accumulation of inv 
trade and one-third in manufacturing 
ductions in 1954 had been concentrated in manufacturing, the 
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1955 accumulation did not offset the previous year’s decline occurred in the second half of the year Among the non 

in that industry although it did so in the aggregats durable goods industries fluctuations were minor throughout 
Increases in the book value of inventories which differ the vear 

from the inventory component of er national produet by 

including chang: in replacement . t were somewhat Trade stocks rise 

larger in 1955 as industrial prices advanced, especially in the 

third and fourth quarters These price rises had a strong The change in automobile inventor wi the mayor 


effect on the book value of mar ifacturing inventorie par- element in the advance in retail trade sto j although 


some aceumulation also occurred apparel. food. and 
department stores Whole ale inventors increased mod- 
erately About one-half of the increa in the book value 


ticularly in the durable rrouy 


Manufacturers’ inventory trends 

able 3.—Manufacturing and Trade laventories: 1951-55 
In Lerins of boo! alin Mor lil four fifth of th ad- 

vance in factory inventories in 19 as in the durable good 

industries, where the may j i n the previou 

had alao occurred Boo! Vi \ ( Trhost Subp 

stantial in the metal using | tbricated metal 

machinery and tran portation juipment nd necounted for 

the bulk of the increase registers \ wavy-oods group 

as ua whole lnventor d bh] oods producers 

showed little change except ma ‘ i in the chemi- Total 

eal, petroleum and rubber indu 
Working stocks were substantiall 


line with meing rats of production On an overall basi 


Book Valu 


and in durable good manufacturing oods-in-proc 
showed a larger increase than purchased materials; in non 
durables goods manufacturing, on the other band purchased 
materials accounted for the entire rise in yvorking toc] 
The expanding volume of deliveries and the pressure of 
reing orders during the year prevented any appreciabl 
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allowance for seasonal variation finished goods stocks of 
durable goods producers were virtually unchanged in bool 
value during the first 6 months of 1955: a moderate increase 
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of trade inventones was accounted for by automobiles, 
with the remainder about evenly divided between other 
retail trade and wholesale trade 


Stock-sales ratios lower 


The ratio of inventories to sales for manufacturing and 
trade combined declined during 1955 as a result of the rela- 
tively greater rise in sales than in stocks. (See table 3.) 
The ratio fell steadily in the first 6 months and showed little 
change in the third quarter. During the last quarter, it 
was fractionally above the midsummer ratio. At the year- 
end inventories of manufacturing and trade firms repre- 
about as high a turnover 


sented about 14% months’ sales 


rate as anv in the last 5 years, 
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The largest decline in inventory-sales ratios oecurred in 
the durable-goods manufacturing industries. As a result of 
the particularly sharp sales rise in this area, the end-of-year 
ratio of 1.9 months was a sixth smaller than that a year 
earlier. However, the fourth quarter rate was above the 
third quarter in all heawy-goods industries. This tendency 
for inventories to advance relative to sales late in the year 
centered in working stocks. The stock-sales ratio for non 
durable goods producers dropped 8 percent over the year to 
1.4 months’ sales, one of the lowest rates in recent years 
The drop occurred in the first half of the year, On an overall 
basis, the ratio showed little change thereafter 

Stock-sales ratios of trade firms showed less decline during 
1955 than did those of manufacturers As in manufacturing 
sales of durables expanded faster relative to inventories than 
those of nondurables However, the ratio for durable goods 
dealers, at 1.9 for the end of the year, was up a little from 
the midyear ratio largely as a result of accumulation of 
motor vehicles. Retailers of nondurables reduced ston h 
sales ratios slightly during the last 3 months of the year 


Net foreign investment unchanged 


Net foreign investment, which measures the excess of 
exports ove! imports of goods and ser Ces other than those 
financed by United States gifts and grants to abroad, re 
mained negligible in 1955. The gross flow of both United 
States exports and imports registered gains from 1954 to 
1955, as economic activity expanded both at home and in 
many foreign countries However, these changes were of 
approximately equal magnitude and did not alter the bal- 
ance. The increases in trade represented larger physical 
volume as unit values remained comparatively stable on a 
year-to-vyeul basis 


GOVERNMENT DEMAND 


Combined Federal, State, and local government purchases 
of goods and services amounted to $76 billion last year, about 
1 percent below the 1954 total A reduction in Federal 
yurchases more than offset the continued rise in State and 
ti al outlays 

Federal Government purchases in 
about 12 percent of the gross national product, as compare ad 
with 13% percent in 1954, and with 16% percent in the second 


quarter of 1953 when they were at their highest pout in the 


1955 accounted for 


postwal period 

National sec urity expenditure 
movement of the Federal total 
throughout 1955 at approximately the rate prevailing in the 
final quarter of 1954. However, inasmuch as they had moved 
down from a higher rate during 1954, the total for 1955 was 
almost 6 percent below the prior-year figure. The bulk of 
the dollar decline was in outlays for hard goods The mnipact 
of the reduction of 300,000 in armed force strength on total 
military payrolls was offset to a considerable extent by the 
increase in pay which became effective in April of last year 

State and low al rovernment purchases in contrast, rome 
by almost $2% billion last vear, continuing the steady up 
trend that has characterized their postwar movement Ai 
S30 billion these outlay repre sented almost two-fifths of all 
public purchases Employes which rose al 
about the same rate as in the preceding year, accounted for 
somewhat more than half of the total inerease in 1955 
Increases continued in both the number of persons ¢ mploye ! 
The advance in the total 


continued to govern the 
These outlays were stable 


compensation 


and ii uveraye annual earning 
wage bill was divided about equally between public education 
and nonschool firne bins The bull of thy remainder of the 
total advance last year was in construction expenditures 
priunarils for school and highway The nerenase im then 


programs however vue less tha a4 
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All n ajor mdu trial divisions except 
tributed to the 7! percent advance in the national income 
last vé See table 4.) Manufacturing, mining, and 
transportatior in which the decline after mid-1953 was 
mainly concentrated, showed a marked 
the first two of them rising to even hicher levels than before 
The declines in these industries had reflected 
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in business inventory investment. Their subsequent re 
e mirrored the recovery last year in hard goods pro 
vhich was of civilian origin, and the advance in 

of output is well 
rinating in the other nonagricultural industry 
divis ilso rose appreciably last year, with gains ranging 
from 3 to & percent With the exception of trade, which 
tempor ly leveled out, these industries had continued to 
advance during the 1953-54 contraction, registering at that 
time a combined advance of $4% billion which offset about 
half of the decline that had occurred in manufacturing, 


mini ind transportation. 


Rise in manu/acturing 


The recovery in manufacturing income, which had begun 
in the fall of 1954, broadened and accelerated in the first half 
of 19 mounting purchases of automobiles and other 
consumer commodities 
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lable 4.—National Income by Major Industrial Divisions: 1955-55 
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Income in agriculture ran counter to the generally favor 


able trend last vear, showing a further deeline The total 
volume of farm marketings exceeded the record that had been 
set im the previous veut Price for both « ropes and livestoc« hk 
averaged lower than in 1954. however, and resulted in a 
reduction in aggregate receipt \ review of farm production 
Is presented elsewhere in this issue of the Survey 
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Factors in payroll change 


Employees in Nonagricultural The rise in average hourly earnings was the most important 


. element in the 1955 payroll increase. This factor and the 
Establishments le ngthened workweek together accounted for approximately 
two-thirds of the total advance, with the remainder attrib- 
MILLIONS OF EMP 5 utable to the rise in employment 
$6 | sora The principal exception to this fairly general pattern was 
in the durable goods manufacturing industries. Here, em- 
ployment was the most important element in the substantial 
payroll increase that occurred, just as it had been the domi- 
nant factor in the decline from 1953 to 1954 The increase 
in the number of production workers in these industries 
accounted for about two-fifths of the 1955 payroll rise, 
increased wage rates for an additional one-third, and the 





lonver workweek for the balance 

The general pervasiveness of the increase in average 
annual earnings per full-time employee from 1954 to 1955 
is shown bv table 6 The 4% percent advance in the all- 
industry average, which resulted from changes in hours 
worked as well as the further rise in basic wage rates, was 
about twice as large as the 1953-54 increase (jains mm 
MANUFACTURING manufacturing, mining, communications and public utilities, 
and rovernment, were between 5 and 6 percent while those 
in other industry divisions were smalles 

Additional light is cast op the earnings rise in manufactur 
ivy by the data on uverage hourly earnings ol produc tion 


workers who comprise four-fifths of all ¢ mployes 31h manu 
fac Luring As shown in table 7 ( 
hourly pay were ey ident in all but one of these industries 
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—— In the durable coods group, the averave rise of over 4 percent 
} contrasted with a 2% percent merease from 1953 to 1954, 


EE EE es : - 
NONOURABLE @ whereas hourly earnings in the nondurable goods industries 
| advanced at thu same rate, 56 percent in both periods 
eae, eee — wmuene Full-time equivalent employment in the economy as a 
whole rose by almost 2 percent in 1955 \ substantial part 
| NONMANUFACTURING of the increase was in the manufacturing industrie although 
the peak of 1953 was not recovered Large employment 
rains were registered also in wholesale and retail trade and 
services with smaller advances in finance transportation 
nnd public utilities. The other major industrial divisions 
showed small declines over the year 

In manufacturing, the employment gains (like the in 
creases in hours and hourly wave rate were most pro 
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nounced im the durable voods industries The number of 
production workers in these industries was 5 percent higher 
than in 1954, with the percentage increases in automobiles 
and prumary metals considerably in excess of this average 
The impact of the increase in hours of work last year was 
most important in manufacturing, mining and transporta 
tion Within the latter two industry divisions the advance 
in hours worked was particularly marked in bituminous coal 
Priritiyy and in railroads and accounted for most of the ifl- 
crease in thei pavrolls 
In the durable goods manufacturing industries, the pre- 
vious reduction in hours was halted in the summer of 1954 
GOVERNMENT and the advance started in the third quarter, preceding the 
1 \ | rise in employment The increase continued through the 
second quarter of 1955 and tended to level out thereafter 
For the year 1955 as a whole, average weekly hours of work 
were restored to their 1953 position, about 1 hour above the 


er 
ee ee ee ee 


SEES Sn aE, 1954 average 

MINING AND CONSTRUCTION = In the nondurable goods industries, hours started to edge 
oe eee ae J forward early in 1954, but otherwise showed a quarterly 
pattern similar to that in the hard goods industries, and 
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for the year 45 & whole, a similar percentage rise 
In the other industrial divisions for which separate infor 
mation is available the effect of inv reased hours W tts rela- 
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: tively unimportant. In fact, in two large industries, retail 
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trade and contract construction, the average workweek was 
reduced frae tionally 


Vixed trends in proprietors’ income 


Diverse trends in the major components of proprietors’ 
and rental income held the increase in their combined total 
to $% billion last year Nonfarm business and professional 
income advanced by approximately $1% billion, showing a 
moderate uptrend throughout 1954 and 1955. Rental in- 
come of persons increased fractionally, about the same as 
in the preceding year The net income of farm proprietors 
on the other hand, showed a reduction of about $1 billion 
which stemmed primarily from the further weakening in 
agricul ural prices as noted earlier The advance in nonfarm 
business and professional income in 1955 was widely distrib- 
uted industrially The largest part of the increase occurred 
in trade establishments and reflected the spurt in retail 
activity which was paced by the record volume of auto 
sales 

Net interest showed a further substantial advance in 1955, 
increasing from $9% billion to $10% billion. Throughout the 
postwar pe riod this type of income has had il pronounced 
uptrend, reflecting mainly the increased volume of private 
lending and borrowing activity which has been an important 
element in the postwar prosperity. 


Corporate profits 


Preliminary information on corporate profits for 1955 1s 
available so far for the first three quarters of the year. The 
present annual review assumes, on the basis of indirect 
evidence at hand, that no major changes occurred from the 
third quarter to the fourth 

Corporate profits before taxes as measured for national 
income purposes, excluding inventory gains and losses, re- 
covered sharply last year. The advance from 1954 amounted 
to one-fifth, or more than $7 billion, and carried the total 
for 1955 past the $41 billion mark, $4 billion above 1953 and 
more than $1 billion above the previous all-time high for 
1951 

When the rise began in the autumn of 1954, concurrently 
with the rapid recovery of production and sales, it centered 
largely in industries which had shown particularly marked 
declines in 1953-54. Certain branches of durables manu- 
facturing and transportation, in particular, recorded sharp 
gains During 1955, however, increased profits in almost 
every segment of corporate business accompanied the spread- 
ing of recovery and the transition from recovery to net pew 
growth in the national income 

Corporate profits rose rapidly in the first half of the year 
No additional major advance seems to have occurred there- 
after; but most industries were apparently able to maintain or 
expand somewhat their earlier gains. 

With the 1955 improvement, the overall percentage growth 
in corporate earnings over the past 3 years has very nearly 
matched that in the total flow of income from corporations. 
However, the current ratio of profits to income originating 
is still below the postwar peaks reached in 1950 and 1951. 
Postwar developments in corporate profits were discussed in a 
special report in the January SuRVEY. 

Inventory gains, which were negligible in 1954, amounted 
to about $2 billion in 1955 as price advances carried the 
replacement-cost value of metals and various other inventory 
goods above the book values at which such goods were 
charged to sales. Book profits before taxes, including inven- 
tory gains, thus increased more sharply than the national 
income measure of corporate earnings. At over $43 billion 
for the year, book profits were more than 20 percent above 
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1954, and exceeded the previous record level of 1951 by 
approximately $2 billion 

Inasmuch as the total effective rate of Federal and State 
taxes on corporate profits appears to have been substantially 
the same in 1955 as in 1954, corporate tax liability and net 
income after taxes rose in line with before-tax profits. Taxes 
at close to $22 billion—equal to about one-half of book 
profits before taxes—amounted to $4% billion more than in 
1954. Profits after taxes showed a like advance, and their 
estimated total, also approaching $22 bilhon, in 1955 was 
second only to that of 1950 Although before-tax profits 
were lower in 1950, the effect of this difference on the net 
after taxes was more than offset by that of the lower pre 


Korean tax rates 


Corporate Profits 


BILLIONS OF DOLLARS 
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EARNINGS * 
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Dividend payments in 1955 are estimated to have been 
about $11 billion, up $1 billion from 1954, and marmntained 
a rather steady uptrend. Most of the recent variation im 
after-tax profits has been reflected in retained earnings rather 
than in disbursements 


Industry pattern of profits in 1955 
yi jf pro 


The preliminary data now available indicate that except 
for a generally more volatile movement the industry pattern 
of last year’s unmprovement in profits strongly resembled that 
described above for national mcome, While over half the 
total increase in before-tax book profits occurred in manu 
facturing, every industry division is estumated to have earned 
higher profits in 1955 than in 1954 

The seasonally adjusted annual rate for the January 
September period last year was above the 1954 total by clos 
to $9 billion, or one-fourth About $6 billion of this advance 
reflected a one-third increase in profits in manufacturing, 
which together with the mining and transportation divisions 
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EVERAL noteworthy feature tand out in the finane ial 
lopments of 1955 ‘Total TOSS 


despite a small reduction from 1954 tn 


private saving reached 
ol tite 

There was lmprovement inp government 
while 
Business and consumer 


receipts increased expenditures vere 
it about the 1954 level 

er use of borrowed funds in achieving the 
Investment and purchases of 


olume of private 
and outstanding private debt 


consumer durables in 1955 


ma to new high 


enlarged 
cluml 

The eatly 
coupled with restramming actions taken by monetary author 
in upward pressure on interest rates. On the 
ol equity financing tended downward 


enhanced demands for borrowed funds 


| 5 re ilted 

hand, the cost 

on price continued the rapid advance initiated 

) thre crmiti iti thy overall stocl price nveraye Wits 

more pronounced than the rise in corporate earning and 

dividend © that CAP S-price ratios and dividend vields 
reached v lows for the postwal period 

Despite the rapid rise n debt in 1955 the private ecouomy 

ended the year in a fairly financial position 


founded primarily on a record flow of income and furthe: 


satisfactory 


improveme! tint quid nssel holdings 


Gross private saving up moderately 


aving in 1955 approached $58 billion 


oss private 
This rnin 


about $3 billion more than in 1954 Table | 
far less than the $12 billion rise in gross private 
mvestment from 1954 to 1955 While vross corporate busi 
expanded sharply in 1955 in response to higher 
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ness SAVITNY 
persor al SHVINY Wis somewhat lower as consumers 
proportion of their available tnceome The 

pending tapered toward year-end, but for 
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spent “a fil rher 

rate of consumer! 
1955 a vhole, per onal saving equaled } percent of lis 
posable personal income Although this was the lowest 
was about the same as that prevailing in 


ratio since 1950, it 
higher than for the earlier postwar 


1950) and omew hat 
period 

The rap between the re latively small rise in private 
vain in investment was offset in the government 
income and product 


nving 
and the lara 
Federal expenditures on 
xceeded receipts by over $6 billion im 1954-1" 

drew on private sources for financing Ke 
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any en y 


mn actual tas 


al Developments 


cepts expanded by $7 billion from 1954 to 1955 refleeti 
hivher Consume and by sitive preconnne At thi spite Citi 
expenditures were lower by $2. billion hus, in 1055 the 


Federal income and product aceount recorded a urplu 


of over SZ ballion 
operated at about the rie 
billion rise in receipts offset 
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State a 
ed expenditure 
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is of Federal State and 


Thus, in terms of cash flow payin 
local government units amounted to S100 billbon for enlendar 
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expanded by almost the ame amount to a total of SOS 
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at roughly $2 billion in 1954 and 1955 A deficit also ap 
administrative budget wu 1055 
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peared in the regular oj 
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from 1954 
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Business requirements for funds expand 


(jross additions to real and financial assets of nonfinaneial 


corporations amounted to $44 bill 1955 of whieh S2s 
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assets ventorn The remam 
der, or $15 billion 
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amounted to 
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tion allowances of nonfinancial corporations 
roughly $24 billion in 1955, $5 billion bighes 
While dividend payments rose in response to the 
share after-tax profit 
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18 RVEY OF 


business was increased from 1954 to 1955 
lowances wer ip, reflecting not 
panded fixed asset base but aleo the 
permitted by law iexternal sour 1ity 
a somewhat inflow of 1 
sales of tol 
amounted to about $2.2 billion 
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businesses (and nonprofit institutions i q 
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ipment, 
inventories approximated $16 bilior ¢ about $2% 
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Heavy debt financing 


To make these record aC uUisitior of capital resources 


individuals and nonecorporate firms borrowed heavily in 1955 
and them debt to financial institutions and corporat business 


increased at an accele rated rate Q()ver the 12-month period 
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Phe major element in the rise of total individual 
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neil intermediaries increased by $] equal to 
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restricted tii availability of its credit which had been used to 
an increasing degree in accommodating savings and loan 
associations in their mortgage lending activity 
The general firming of interest rates also served to restrict 
the availability of funds for federally underwritten mort- 
These fixed-interest loans became less attractive for 
t purposes as open market long-term interest rates 
This was no doubt a factor in 


investme! 


edged D ard over the year 


Business and Consumer Debt 
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the decl KILA and VA loans in the 


latter part of 1955 
A fulles review of trends in 
appeared in the January SURVEY OF CURRENT Br SIN} 


inh applica lors for 


individual indebtedness 


Costs of financing divergent 


The cost of borrowed funds rose appreciably during 1955, 
with short-term rates showing the largest absolute and rela 
tive increases Yu lds on Treasury bills rem hed 
2.6 percent in December, | 


3-month 
percentage points higher than 
at the end of 1954 and 2 points above the low of that year 
Yields term | S. issues rose by 0.3 of a percentage 


fi lon 4 
point in 1955 Unlike interest rates on other securities, which 
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rose more or less steadily throughout the year, the yield on 
S:. Crovernment securities stabilized in the final 
shvhtlhy under 3 percent In 
costs were still below 


long-term | 
months of the vear at a rat 
veneral, at vear-end long-term money 
the postwar peak of early 1953 
In an effort to moderate priv: 

1955 the Federal Reserve early the 
availability of credit to member banks 
at which members of the system could) borrow 
Reserve Banks was raised four times in the course of the year 
percent in November, one percentage point 
Throughout 1955 open market policy 
was also directed to restraining the volume of reserves aval 
able to banks and on the averuge Federal Reserve bank 
holdings of | S. securities (the reduction of which tends to 
about $750 million below 1954. Thus 
use Federal Reserve credit in 
had to borrow from 


demands for eredit in 
vear moved to limit 

The discount rate 
from the 


reaching 2 
above the end of 1954 


lower reserves) wer 
if member banks desired to 
meeting private demand for funds, they 
the central banks at the higher prevailing discount rates 
The average Federal Reserve loan balance of member banks 
in 1955 was $460 million higher than in the previous year 


Common stock yields lower 


Cfommon stock continued ther “bullish” drive 
throughout the greater part of 1955, although at a much 
reduced rate in the « losing months of the year At year end, 
the Security and Exchange C‘ommussion stock price index 
was about 
prices For the full year 
above 1954. Gains in industrial stock prices 
exceeded these overall avernuye 

The favorable earnings record of corporate business was no 
major factor in buoyancy of Overall 
in 1955 averaged roughly one 


prices 


one-fourth above the previous year's closing 
averayved about one third 


pric 
substantially 


doubt a stock 


after-tax corporate earning 
fourth higher than un 1054 Dividend 
1955, totaling for all corporations about 
1954 Thus, ut appears that the 
dividend yields on common stocks in 1955 were at the low 
pom for the postwar period 

The Federal Ke erve Board also took action to FHLATL LET Ze 


activity in the toc! im 1055 Laat 


were also hi rhier in 
10 percent above 


carnings-price ratio and 


speculative market 
January the minimum amount of cash required to buy stocks 
was raised from 50 percent to 60 percent of the purchase 
price, and in April these cash margins were further raised to 

In large part a reflection of these moves, the 
rise in stock market credit was considerably dampened in 


the last half of the year 


70 percent 


Gross stock tssues increased 


With borrowing costs higher and the cost of equity funds 
lower in 19055, the incentive to shift from debt to equity 
trongesat in many yeu While the net 


of stocks in 1955 was only slightly 


financing was the 
inflow of funds from sal 
larger than in 1954, gro stock sal in 1955 were consider 
ably higher Ciross new issues of common and preferred 
atau ks were about S| billion las rer than m 1954 whe n salen 
amounted to $3.8 billion, and were almost double the aver 


age of the previous postwar year 
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Die BROAD base of the expansion in DUS! “elivily 
during 1955 is clearly brought out by detailed examination 
n industrial and agricultural products in new 
truction activity, and in retail trad Kach of these 
ors advanced significantly during t vear, although at 
differential rates, to reach new record volume lor the yeal 
whole Krom 1954 to 1955 industrial production in 
eased 11 percent while agricultural output advanced 3 
percent The volume of new truetion, measured in 
1947-49 dolla was ¥Y percent! iol ie? y F of goods 
purchased at retail stores, which had been pra ally un 
changed from 1953 to 1954 when th eco! xperienced 
a moderate recessior increased 9 perce! al terms from 
1954 to 1955 This advance was gre ian the increase 
in real disposable personal income f he same period 
As the year progressed, gains in the nonfarm sector became 
mallet In the closing months of the year, retau trade lev 
eled off while gains in industrial produ tion were much re 
duced and new construction declined moderately The vol 
me of a mrieull iral marketings rose more than 4 asonally in 
the final quartel of the year 
The exceptionally large and rising demands during 1955 
were reflected in a strong flow of new orders to manufacturers 
for the year as a whole, manufacturers received new orders 
valued at $326 billion In the same penod they shipped 
goods valued at $317 billion New orders for factory goods 
increased throughout the year and in almost every month 
exces ded shipine nis Thus, unfilied orders o1 books of 
manufacturers rose steadily to $55% billion at the year-end, 
$9 billion above the end of 1954 
The expansion in new ordet placed with durable goods 
producers was substantially greater during 1955 than for 
nondurable-goods manufacturers, with the largest relative 
increases recorded in the primary metals and transportation 
quipment industries. As the year drew to a close, ordering 
of machinery and aircraft was showing prono inced strength 
Bac klogs hie ld by durable-goods produc ers at the « I d of 1955 
were nearly 4 months of sales at the high December rate 
The ratio of unfilled orders to sales was higher than a year 
he fore for em h of the major durable rood industri s except 
transportation equipment, The year-end 1955 ratio for 
this industry, at 6 months of sales, was moderately below a 
yeu! earlier 
The record total of new orders for nondurables in 1955 
howed an increase of 8 percent from 1954. For those 
industries which carry unfilled orders on their books, back 
logs rose as the inflow of 1955 orders exceeded shipments by 
more than $% billion Paper and textil companies reported 
the largest relative increases in unfilled orders 
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The general business advance from 1954 to 1955 was 
accompanied by some increase in the total business popula- 
tion The number of operating in the United 
States reached a new high of 4,225,000 in mid-1955, a more- 
than-seasonal gain of 45,000 firms during the first 6 months 
of the year The net increase ih the business population 
during the first half of 1955 four times that which 


occurred during the similar period of 1954 business 


concerns 


wus 
Ww hen 
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activity was declining, nearly twice that of 1958, and about 
the same as im each of the business « xpansion years 1U50 to 
1952. In general, the rise in the business population during 
the first half of 1955 reflected increases in each of the major 
industry groups. It should be emphasized that these 
changes in the business population are relatively small and 
that from a broad point of view the business population can 


bye regarded os nearly stable in th pust several years 
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INDUSTRIAL production advanced steadily through most of 
1955 under the stimulus of rising consumer and business 
demat ad The physical volume of production for the veur 
whole was 11 percent higher than in 1954 and 4 percent 
he previous peak reached m 1953 At the vear-end 
output was at there was evidence of 
some tapering off from peak rates in a few scattered indus 


“as u 
above 
a record rate though 


tries 

Materials generally were in plentiful supply and the tempo 
rary tightness that developed earlier in the year in some 
metals and building materials had tn most 
considerably by the year-end 
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Table 1.—Industrial Production 


M anufacture 


Year 


Percent change 


was entirely 
which still 


The increase in industrial output last yeas 
for the civilian economy Defense production 
accounts for a sizable proportion of total output 
erally stable during the following a decline 
back to muid-1953 

The upswing in manufacturing output in 1955 followed 
automobile industry 

The rapid expan 
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rubber ture 


bewinning i 


sion of motor vehicle assembly ny period thevl 
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tool 


ACCERSOTT brut nise lead lo a 


ipplying com 
ponent parts and material vlass, radios 
and 
general advance in manufactur 

Automobiles and the 
prox'mately one-eighth of the wewht in the Federal Reserv: 
index, accounted for roughly one-thord of the 10 percent rae 
in total industrial output and for two-thirds of the mse in 
the durable third quarter of 1054 
through April 1055 of automobile pro 


duction was reached 


and sustained 


parts 
operations 
industries 


metal with ap 


primary 


from the 
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iH idespread advance 


\ll of the 24 major manufacturing and mining groups 
the Federal Reserve produc tion index shared in 
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Vore meat 


of the rise in output of livestock and products—and 
drop In cash receipts occurred ith hog produc tion, 
pork production reached 11 billion pounds in 1956, 11 

her than in 1954. Hog prices were lower than a 

vear earlier throughout 1955, with a severe decline in prices 
the fourth quarter as the seasonal peak in mar- 
keting vas reached Despite government purchases of 
pork and lard, the average price of hogs dropped from $14.50 
in October to $12.20 in November and to $10.60 in mid- 
December For the final quarter, hog prices averaged about 
30 percent less than a year earlier. As the peak of slaughitet 
pa d prices recovered moderately at the beginning of 1956, 
Ir e fall survey of farmers’ Intentions, slightly smaller 
farrowings were indicated for the spring of 1956 than in the 


april of 1955 


Table 3.—Comparison of CCC Price Support Extended on 1955 
Crops as of December 31 With Corresponding Figures for Crops 
of Earlier Years! 


Total 
eT vice 


and veal produc tion in 1955 was 4 percent above the 
previous high in 1954. The strength of demand was such 
that ring the first three quarters of the year prices were 
about ame as in 1954, but large marketings of cattle 
(as well as hogs) lowered prices in the final quarter. A con 
siderable rise in cow and heifer slaughter in 1955 suggests 
that the everal-vear rise in the size of the calf crop may 
reached ts pe ak 
Milk production edged higher in 1955 despite a reduction 
he number of cows, Consumption of dairy products was 
o higher and smaller purchases were made by the CCC for 
Total stocks of dairy 
sharply reduced during the year 


price ipport products, 


| purposes 
butt r, were 


‘ pre ally 
The come 
price ( | about even witt 


position of dairv farmers improved in 1955 as 
1054 and feed prices declined 


sub tially during the year 
Poults and erg producers also had a better year in 1955 


tly higher production, a 7 pereent average increase 
from 1954, and a material reduction in feed prices 
many dauyv farmers 
<tent do not benefit directly from lower feed 


ith pl cf 

Wher 

and to Is ¢ 
commercial poultry and evy producers 
{ I poultry feed and hence have lower cost 


raise most of ther own feed 


purchase 


= 


when feed prices decline. Prices of poultry products were 
subject to considerable variation during the year, however 
and at year-end egg prices were rising and were more than 
a third above a year earlier, whereas broiler prices were 


declining and were even with about a year ago, 


Rise in product per man-hour 


Farm vros national produ tin constant dollars advance ed 
3 percent from 1954 to 1955. At $25.2 billion in constant 
1947-49 dollars it was 16 percent above the 1947-49 average 
Farm gross national product 
is a value-added concept obtained by subtrac ting from the 
total value of farm output the value of (intermediate) ma 
terials used up in the production process, such as fertalizer 
purchased feed, and motor fuel It measures production 
occurring on farms, without duplication, and is “gross’’ only 
in the sense that depres ation and other capital consumption 
allowances are not deducted. It is computed both in 
current dollars and in “real’’ or constant (1947-49) dollars; 
only the latter ts discussed here.' 

The rise in total farm output bas paralleled that in farm 
GNP since the end of the war but has been greater from the 
rising 28 percent since 1941. Through 
ubstituted for labor, so 


and 20 percent above 1941 


prewal period to date, 
out this period machinery ha 
that the value of farm product per man-hour has risen at an 
year” During the same 


bee li 
average rate of 4 percent pet 
period total output of agriculture 
at an average rate of 4.7 percent per year 

The more rapid rise from 1941 to date in total output than 
in farm gross national product results from an increasing 
proportion of intermediate to final product. The rising 
proportion occurred before and during the war Veaurs, how- 
ever, and has not continued in the postwar period, The rise 
in the past has been more pronounced during periods when 
were relatively high in relation 
nce in such periods inter 


per man-hour increased 


prices received hy farmer 
LO prices of intermediate produ I 
mediate products are more freely used 

In recent years, prices received have declined more than 
the prices of intermediate product and in constant dollar 
terms the ratio of intermediate products to total output has 
the use of the relatively higher 
increased leas than total 


More specifically 


declined 


priced intermediate products has 


Table 4.—PFarm CGroes National Product 


Yeurs ‘Thi appears to be an adjust 
Lonships for the farmer 


the ratio of intermediate 


output during these 
ment to the le favorable price rel 
In terms of current or actual pris 
products to final products has continued upward throughout 
thi period 

1 

A 





Retail Trade 


Rwrai. sale m 1955 reached a t | . il} about 
$15 billion or 9 percent abo | ' (4 Since 
retail price vere fairly table 
in sales about matched the ri 
highs were established in every n wv kind tail busine 
Advances were largest in tl I le- | ategy and 
sales for the group as a who 0 billion 5 per 
cent Nondurable busine 
#6 billion or 5 percent 

Ketail sales mov 
the final quarter, the rate of iner 
decline in sales of 


ga tp tend 


durable ood 


yoods store continued then tend 
percent per quarter 

A feature of the 1955 sale 
reliance placed on consumer credit to supplement 
incomes. Three-fourths of the con 


$5 billion during tl j wae if 


pe hire 
ine! redit merea 


tuntomobil ale linane 


Record automobile sales 


fourtl j s') billion 1 the 
14 


yroup mhieh t al in new and 


ales of 


iccounted for 


About thre 
durable good Lor 
by the automotive 
used cars, trucks, parts and ace 
some of whom hav ubstant 
Starting in the fall of 1954 
‘new look introduced iles of 
seasonally adjusted, advanced atan average rate of about 6 pet 
ceeding by far 


from 


ey produc ! 
lrom rvice 


when model th ther 


were nitomot é dealers 


cent per quarter for four cot secutive quarters, ¢ 
the (rains shown for an other Tro the 
of the vear. however. automotive dealer ales leveled off 
primarily 
the full vear 
S48 2 billion 


final quarter 


because of rediced demand for new cut lor 


BT nl mot ( bore amounted to 


more than rve 1954 


lable 5.—Sales of Retail Stores by Kinds of Dusines«, 1952-55 


All retall stores 
Durable-goods stores 


Automotive gr 
Motor vebitele, other 
Yurniture and apy 


Larter, tratidt 
Nendurable-goods stores 


Appare! grout 

torug and propriet 

Fating and 

Food group 
Clrooer 

Chasoline ser 


Cleneral mer 
Depart me 


1. Bales of jewetlr 
not shown separate 


Bource ! lhe 
Censtis 


28 


mMncrenase 


Retailere sold 7.4 million new automobiles i 955—a third 
above the 1954 total record Pro 
duction continued at a high pace throughout the year 
a re sult of the lo 


nventories increased 


to establish a new als 
and as 
vdown in sales in the final weeks, new car 
harply At the it the 
chedules 


year, 
downward adju tments were be ing mad 


Other durable-goods 
pieture Furniture and appliances 
following a fairly long period of relative ability and in 
1054 lding and 


stores fared ! 1955 sales 
rthened 
1955 
were up about 10 percent ove! 
hardware dealer sales rose 9 perce! 
stores mo 


Sali of nondurable good upward 


omewhat sharper rate 


ted total of $28.2 bil 


throughout the year advancing at a 
than mm 1954 
lon in the third quarier of 1954 the y moves 


Last year mar | thy 


Krom a seasonally ad 
billion in 
the fourth quartel of 1955 uces- 


sive yeu! of advance If purchases of nonda irab Col modit CS 


The greatest 1954 to 1955 sales gai nondurable 


cealegories he percent Was 


registered ervice 
tations Thi ise which has averag 

each of the last four years, reflects 

road Pas ar ! mtrations 


total of 48 


motor vehiels on thy 


which had increased by 2 mullion 
million ears, reached 52 million by 


Sales by 


i poe reent ovel 


eneral merchandise stores in | ) ip about 
1954 After advancing at an aver rate 
percent per quartet during the first I nel y de 
clined slightly, on a seasonally adyjus i bast t the year 
end 
The outstanding advance at department tore \ in the 


ered a 25 percent 


mayor appliance departments which re 
This sharp acdy mriee 


increased promotional activity and the u pecial sales 


iles gain in 1955 reflected, in part 
hy uch store io meet the ehallen re Ol houses m 

thy appliance field 
Ly partmental variations also ugvest tr ng up by 
eonsumers as a re ult of the steady rise mcoime kor 
while total sales of 
mental basis were up 5 percent in 1955 over 1954 
| tended to be ounced in 


avevrevate Sales rise 
priced ood | CBSCS of 


stores reporting on a depart 


i} 


example 
nh this 
much more prot 
handling higher 

yercent were shown for 


departments 


| ' ; ' ‘ 
) ! i i i 
lod to ) port oods and ¢ uneras 


went 


ine pow? ry and watches silverware and clecl 


On an overall basis, sales for main stor howe ) percent 


renin compared LO @ o percent rise for baseme Lore vhich 
iri nerally handle lowe! priced lire 
The 


stores Lo inerens 


favorable sales experience « iment 
new oraers placed wit! anuta irers im 
1955 by 9 percent over the previous year | eur-end, 


a { ith 
and the ratio of inventories to Decemb. al i somewhat 


outstanding orders were nearly o figures 


above the yeu by fore 


Sal s of apparel! stores which had been declining moder 


ately since the end of 1952. definitely reversed thei direction 


14 4 dollar 


Irie reases of a similar magnitude were naiieated at drug and 


in 1955 to advance by 6 percent ove! olume 


food stores and eating and drinking place 


Chain stores shared in the busin 1955 


Sales of retail organizations operating 
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amounted to $34 billion for the year, a 7 increase 
1954. This was a somewhat better performance than 
that « rienced by all retail stores exclusive of motor velich 
dealers, which are unimportant in the chain store field. The 
1955 share of total retail business vehicle 
i to chains with eleven or 


percent 


exclusive of motor 


more retail tores 


roll 


reent 


was 22 


Sales of Retail Stores 
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ALL RETAIL STORES 


| AUTOMOTIVE GROUF 





f 


DURABLE-GOODS STORES 


EXCL AUTOMOTIVE GROUP) 
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store sales relati val trade activity 


The crekith inh chain 


was most stronely ore operations 


evident in deparviattead’ 


12 pervent in 1955 com 


rose 


Chain department store sale 
pared to a 2 percent advance for all other department stores 
This ited number of 
branch ce partment tore shopping 


eenter developme hts 


mav be assoc with imerenses in the 


lew opened m new 


lable 6.—Ratio of Retail Sales to Disposable Personal Income 


All retail stores 
Durable-goods stores 


Automoti croup 
Motor velhiel 
dealer 
Furniture and appliance gro 
Lumber building hare 
group 


Nondurable-goods stores 


Apparel group 
Drug and propric 
hating and drink 
Food group 
(,roeery to 


Ciasoline ervice 


General mere! 


Ih partie 


matl-ord 


also, the relative 
of independent 
a significant percent rise for 
chains comparing with 4 percent for all other such 
lishments. For form the 
portant sector of chain store operations, the relative advance 

lightly higher than for 
At appar land drug stores 

than 
than 11 


In the case of eating and drinking places 


advance im sales of chains exceeded those 


sales of 
estab 


stores by marvin, a 4 


vrocery store which most un 


int sales of cham tores was only 
noncham grocery organization 
hown by chains in 1955 were k 


Incrense m activity 


those registered by organizations operating fewer 


stores 


Sales-income ratio up 
J he ratio of total rr tail sak to di posable yu rsonal ine cornne 
moved upward from 67 percent in 1954 to 69 percent in 1955 
although there was a slight decline un this fizvure in the fourth 
quarter, The rise in the proportion is attributable primarily 
to increased vehicle dealers lor this kind 
of business the ratio of sal went up from 11.8 
in 1954 to 13.5 in 1955. Slight in the proportion 
were also shown for the other major durable-goods groups 
At. nondurable store the ratio of total 
disposable personal income showed little change between 
1954 and 1955 A sheht decline in the ratio for food stores 
and eating and drinking places was largely offset by small 
those of gasoline service stations and general 


sales by motor 
mecome 
nd vances 


roods asules to 


Mnereases ii 


rere harncise stores 





Foreign Business 


“” 
Foreian purchases of United 
services contributed appreciabl 
business activity during 1955. ' { «from 1954 
in exports (excluding shipmes nul ipply and 
services provided under grant-ai an compare with 
the 7% percent merease in the , ate output 
of this countr 

Exports of goo and service navy adjusted at an 
nual rates, rose by more than $1 billion fro the third to the 
fourth quarter of 1954 through the 
first half of 1955. and rose again | about $1.2 billion un the 
second half of ln ! eu lore yeni pure hie ‘ th is fC ntribute ad 
to the advance in busine phase 
of the upswing, and again during the last half of 1955, when 
the rise in domestic purchases was slowing down 


State 


remaimed fauwly stable 


activity during th early 


Upswing in exports to Europe and Canada 


Nearly 60 percent of the $1.4 billion rise from 1954 to 1955 
in nonmilitary merchandi ¢ exports represented greater ship 
ments to Wester lurope and 3 percent! flectod ¢ 
exports to Canada Susie Metrvily 
the United Stat had expanded to record 
your. 

However, there has been a continuous upward movement 
of economic activity in Western KHurop the 
quarter of 1953, whereas Canadian busin metivity having 
undergone a period of adjustment in 1954, did not start to 
expand until the latter part of 1954. ‘Th 
explains the fact that the mo ecent ris 
Canada began only in the second quarter of 1955 
the upswing in exports to Western Europ 
oarlier 

In 195h, as during the previous year, the | 
Germany, and the Netherland 
of the rise in shipments to Western Europe The new credit 
reatrictions and other antiinfl { adopted 
during the year by the United number of 
European countries so far have ct on then 
demand for imports from the Stat he bulk of 
which consist of food, tobacco, an 

Sales to countrn inns the i! area, mehiding 
South Africa, Australia, Nev fland, India, and Pakists 
wore responsibl for most of the export advance ou 
Kurope and Canada 

A number ol Latin American marl | notably Mi YiCoO and 
Argentina, also expanded during 1955. On the whole, how 
ever, exports to Latin America were slightly lower than in 
1054 This reflects the effects of the downturn in. coffe 
TICES beginning mm Auguat 1954 Uxport which 
Pid enjoyed a temporary upsurge im ) ' became 
subject to rigid curtailment througho , with a resulting 
reduction over the vear of about § 
Colombia declined during 1955 but during the 
year were partly financed through temporary measures 
aa drawings on reserves and short-term credit ince Co 
lombia’s dollar r eipts during thi period had droppe l even 
faster 

Exports to Japan were moderat lower than i 1954, but 
thy Lote which had oa irred 


flected not only 


second 


erence largely 
j export to 


whe PCus 


tarted a vear 


t« dl Kingdom 


Mirge portion 


weounted fo! 


d ic industrial material 


outel 


Shipments lo 
first half of the 


such 


:270 million 


recovered considerably from 
in the last helf of that vear. Th: 
the expansion of the Japanese economy 
improvement in Japan's gold and dollar r 


30 


recovery 
but also the current 
Vi po ition. 


The geographi pattern of chang rtial ex 
planation of the fact that exports of food Is al raw ma 
terial centage 

«, from 1954 to 1955 than exports ol 
Another reason was the rise In expo 
which met to an increasing extent the orld de 
The recent tend \ raw ma 
malles 


xports are 


other than cotton, increased mu 
| ,oods 


industrial 


COUnLTICS 
mand for industrial goods 

ials to absorb a larger, and manufactured goods a 
hare in exports is even more notice: eu ( 
compared with those in 1953 Se This is in 
contrast to the previous long-term tendency for the propor- 
tion of manufactured goods to total United Stat exports 
to rise, 

Phe advance from 1954 in shipments of ind lal raw ma 
terials alone (excluding cotton and other agricultural items) 
amounted to $750 million or more rset mal ship 
ments, destined mainly to support We rising 
industrial requirement rose by about 18 llion, thus 
timulus to increased output in the bi 
stry Exports of teel (excluding crap) 
$170 million and thus claimed a slightly 
in 1954 


providing bh Major 
Luminous coal uv 
by rou hly 

yer portior of domestic output than 
Steel scrap exports mainly to Western Ic rope Japan, and 
to some extent Canada. climbed to approximate] million 
tons in 1954 


tons in 1955 as compared with about 1.5 millio 
» million 


| yst SIV 


In value, the increase amounted to alme 


Part of the rise in domestic o itput ola of other 


woodpuly wood 


basic materials—notably chemicals 

and papel products and synthetie rubbe Wi aiso chan 

neled into market abroad during 1955 demand 
metals increased too, b " in such e@x- 


for nonuferrou 
during 


ports was restri ted by the impo ition of ¢ 


the yeu 


Upturn in capital goods exports moderate 


Considered in the aggregate th ( exports ol capital 


equipment from 1954 to 1955 (exel 

transferred to foreign registry) amour 

anada 
Changes in demand for such expo effects 
industri ror ! ol con 
to Canada 


$200 million with the bulk of the tne: 


on the output of domestt 


tructiol ind mining machinery boo 
alone by over $45 million and to eas by at 
ist $25 millio Che civil aire 


its exports as vell as its domestt 


nereased 
eted 36 
percent of it production abrou 
1955—a slightly higher 


porto i 


export of railwa frewht cars 
large! portion ol domestt output 

Creuse im export al freiht cil 

hipments of raiuws ‘ cars 


olfset the drop 1 
) 1955 were 


Canada, and total exports of railwa 
approximat ly $25 million below 19 


Several other major equipmet trad) 
tionally namely 


producers Ol machine tools 


depend to a large exter 
moto! Cs and 


roreiwn 


expe rieneed 
Kor 


agricultural machinery, 
ale during 1955 although dome tic ord i! i il 
eign demand for some of these produet ipplied lo 


an increasing extent from foreign sources 





ry 10956 


Pas envger cars and automobile parts and ACCEeSSOries domi 
the rise in exports of consumer durables as well as in 
sales of such items, Of the total gain of perhaps 
$300 million in exports of consumer durables from 1954 to 
1955 $70 million and 
automobile parts and accessories for approximately $115 
million by far the largest portion of the additional exports 
went to Canada, where passenger car output and sales also 

hed new 1955. Other countries, particu 
Sweden, Belgium, Venezuela, Cuba, and the Union of 

Africa, also shared substantially in the 
shipn ents 


nated 
domestic 


passenger cars accounted for about 


estab! records in 
larly 


South increased 


Table 1.—tUnited States Exports (Excluding Military Aid) First 10 
Months of 1955 Compared with Similar Period of Preceding 2 
Years 


January-Octoher 1956 peroer 
hange frou 


January-—Octo- Jar 


ber 1053 bee 


Total exports 16 


= 


is excluding cotton 17 


iding cotton) and semi 


lected 1 groups 
Coal and related products 
Iron and steel 
Nonferrous metal 
Wood and paper 


During the first half of 1955 foreign demand for household 
appliances and for radio and television sets from the United 
vas little changed from the first half of the previous 
In the third quartel of 1955 

ins of mereasing strength, reflecting im part the 
beginning of an upturn tn import 
Textile exports displayed a similar pattern, with gains 
laree lv to the latter part of 1955 


State 


year however, such exports 
showed 
demand 


limited 


( ‘anadian 


Rise in most agricultural exports 


The 


Government programs including 


rain in agricultural exports during 1955 was aided by 


sales for foreign currencies 


and exchanges of agricultural commodities for strategic and 


eritical materials 

Grain shipments increased by nearly $200 million with 
larver ¢ xports of coarse grains as well as wheat In the first 
part of 1955 exports of wheat to Western Kurope were con- 
siderably larger than in the same period of 1954 as a result 
of the poor quality of the 1954-55 wheat harvest in that area 
During the early part of the current crop year 
our ¢ xport of oats and sorghums and corn expanded avain 
rrain exports from the United States in the latter 
1955 were additionally stimulated by the reduction 

supplies available for export from Argentina, a 
by rising livestock numbers and higher feeding rates abroad 
Tobacco and soybean exports also gained substantially dur- 


however, 
( ‘oar ( 


part ol 
well as 


mg 1U55 
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Food shipments under foreign relief programs advanced 
by over $90 million and were more than twice as large as 
in 1954 

The aggregate rise from 1954 to 1955 in agricultural ex- 
ports other than to about $450 million 
Cotton exports, which fell by nearly $320 million as compared 
with 1054, were handicapped by a number of factors. These 
included increased production elsewhere which is sold at 


cotton amounted 


lower prices than United States produ ed cotton, the leveling 
out in foreign eotton consumption and the partial switeh 
to synthetic fibers At the same time foreign purchases of 
American cotton may have been delaved in anti ipation of 
the special million bale export program effective in January 
1956 

The sale of from 
ments, rose by approximately the same proportion as exports 
of merchandise United direct invest 
ments abroad increased in Kurope ns i result of the veneral 
rise in economic activity and in other areas because of higher 
output and material \ larver 
total foreign earnings appear to have been remitted to United 
States parent companies than was the case last year 


services, and mecorme forewn inveat 


Incomes on States 


prices of raw portion of 


Imports of goods and services rise 10 percent 


The rise in foreign expenditures here was facilitated by a 
from the sale of goods 
from Ln ted States im 


transfer of funds through 


nearly equal rise in foreyzn incomes 
the United State 
and 


and services to 


vestment abroad from the 


Government grants and private remittances 
The net vain of $1 billion in 
materials highlighted 
Business pure hases of ile } 
$1.2 billion but Government 
hy over $200 million from 1954 to 1955 
raw particularly rubber and copper 
advanced significantly during the year under the pressure of 
Price 
increases occurring in the latter part of 1955 were not fully 
reflected in the 1055 statisti 
between orders and import 
The increase from 1954 to 1955 
material unports 
pure hases, amounted to about 15 percent as compared with 
a 10 percent rise in the index of manufacturing 
production Most unportant raw 
unports were petroleum 
Notwithstanding the larve overall 
those of a metal 
durable goods output did not mae above 1054. or 
linport 
supply 


industrial raw 
developments during 19055 
imported materials climbed by 


inport + of 
import 


tockpile acquisitions declined 


Prices of materials 


rising demands in Europe and in the United States 


however, due to time lags 
in the volume of industrial 


raw exclusive of Government stockpile 
dome tic 


“mony rising material 


iron ore, and wood produ Ls 

uch om 
with 
mecreased 
and nickel 


ad var « if 


ports number of basi associated 


only moderately of aluminum 
were limited by 
Groverniment contracts 
demand for these 
private inventories 

World newsprint wecame tighter during 
the vear Import although 


domestu produc tion increased, inventones were drawn down 


copper 
shortaves abroad and releases from 
meet industrial 
of lead and zine 


educed to meet rising requirement 


were nec ary lw 
material In the case 
wer 

upp likewise 
‘ ‘panded only moderately and 
to he Ip meet the enlarved demand 

Producers of textiles leather 
that also participated substantially in the busine up 
a relatively abundant foreiwn 


and other nondurable wood 
ving 
in 1955 generally encountered 
supply of raw material 
raw silk 


Girenter unports of apparel wool 
than in 1054 
while increased purcha es ol Carpet wool entailed only a 
moderate advance in price Mnlarwed inports of synthetic 
textile filaments and furs also supported the rise in domestic 
nondurable goods output during 1955 


1 
ana were Obtaimed at price lowe! 
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As ha heer aracteriatic of moat of tive 
import of ma 
more 


yoods The $ 


DOS LWal period 
ed relatively 


over al ruil i iii i ‘ i} produced 


; 


ired consumer goods merea 
imports during 
1955 encompa 
notable ineres 
automobil 
The nyvyre 
bacco droppee 
decline can bi 
coffee and cocoa p 
vailing in 195 ' 
imports was rr lat 
Although the 
mately 335 
price elleet 


million a 


eompared 
of Cocoon cle rise 
layed and the quar 
than in 1954 


Table 2.—Major Changes in the United States Balance of Payments 
from 1954 to 1955 ° 


United States expenditures abroad 
United Stats 
Mercha 


Per 


United 
capita 


United 
Total United 
Foreign expenditures in the United States 
United Stat« 
Mercha 
rer we 
Transaction 
Foreign accumulation of gold and dollar assets 


through transactions with the United States 


1. Haeel of 


2. KMachiding 


hotures t 


about S350 


mut $100 million 


Private payne! 
million over 1954 
in tourist 
service expendi re 
of the rise mn these private 


to Western Murope 
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